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PRICE AND COST COMPETITIVENESS 
•  Tables and charts containing indices of COMPETITIVENESS derived from indices 






The  EC12,  the  ERM*  and  20  INDUSTRIAL  COUNTRIES  are  presented  in  the 
following order: 
(1)  EC12  (7)  Spain  Non-EC EuroQe 
(2)  ERM  (8)  France  (14)  Austria 
EC countries  (9)  Ireland  (15)  Finland 
(3)  BLEU  (10)  Italy  (16)  Norway 
(4)  Denmark  (11)  Netherlands  (17)  Sweden 
{5)  Gennany  (12)  Portugal  (18)  Switzerland 
(6)  Greece  (13)  United Kingdom 
Each country (or country bloc) is compared with (other) 
INDUSTRIAL COUNTRIES 
EUROPEAN COMMUNITY COUNTRIES 
ERM COUNTRIES 
Non-EuroQe 
(19)  Australia 
(20)  Canada 
{21)  Japan 
(22)  USA 
National price and cost indices (in national currency and in USD) and bilateral USD 
exchange  rates  for  all  countries  are  given  in  tables  on  the  last  6  pages  of the 
dossier. 
A brief technical annex is attached. 
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• 
TECHNICAL ANNEX 
METHODS AND SOURCES 
I.  Indices  of nominal  effective  exchange  rates.  price  and  cost  performance  and 
price and cost competitiveness 
For  each  country  the  index  of  NOMINAL  EFFECTIVE  EXCHANGE  RATES 
shows  how  much  the  nominal  exchange  rate  of that  country  has  moved  in 
relation  to  a  (geometrically  weighted)  average  of  its  competitor's  nominal 
exchange rates, i.e. whether the exchange rate of its currency has risen or fallen 
as against the currencies of its competitors. 
The index of PRICE AND COST PERFORMANCE shows how a country's prices 
or  costs,  uncorrected  for  exchange  rate  changes,  have  moved  against  a 
(geometrically  weighted)  average  of  its  competitor's  prices  or  costs,  also 
uncorrected for exchange rate changes i.e.  whether a country has experienced 
more or less inflation than its competitors. 
The index of PRICE AND COST COMPETITIVENESS shows how the country's 
price  or costs,  corrected  for  exchange  rate  changes,  have  moved  against  a 
(geometrically  weighted)  average  of  its  competitor's  prices  or  costs,  also 
corrected for exchange rate changes -1.e. whether the country has become more 
or less price or cost competitive on international markets. 
II.  Price and cost indices 
5 different measures of prices and costs have been used to construct the indices 
of price and cost performance and the corresponding competitiveness : 
- DEFLATOR OF GOP 
- UNIT LABOUR COST IN TOTAL ECONOMY 
- UNIT LABOUR COST IN MANUFACTURING INDUSTRY 
- PRODUCER  PRICES  OF  MANUFACTURED  GOODS  (or  best  available 
proxy) 
- DEFLATOR OF TOTAL EXPORTS (goods and services). 
Except  for  producer prices  the  price  and  cost indicators  are  national  account 
data, which have been completed,  if necessary, for the most recent periods with 
the  latest  Commission  DG  II  estimates.  Quarterly  values  for  these  series  in 
national currency terms have been produced by interpolation of yearly data. 
Indices  for  producer  prices  are  derived  from  monthly  series  whose  titles  and 
sources are given in Table 1 below. 
Ill.  Weights  used  to  calculate  the  averages of a  specific series  (exchange  rates, 
costs, prices) for the competitor country groups (IC, EC12, EMS) 
In principle, weights are based on trade flows and vary over the years according 
to countries' importance to  each other both as bilateral trading  partners and as 
competitors in third markets. The most recent year for which weights have been 
calculated is 1986. Matrices of 1986 weights vis-a-vis industrial countries, EC 12 
and EMS can be found in Table 2 below. Q
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